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Abstract 
This study investigates the influence of corporate governance and government equity 
ownership on earnings management among listed companies in Iraqi Stock 
Exchange. Specifically, the study examines the audit committee independence, board 
independence and the existences of government equity participation on earnings 
management. The study employed data extracted from the annual report of 69 films 
having the required data for the period of 2012-2015. The study used Panel 
Corrected Standard Error regression model to the test the association between the 
variables. The results obtained from the analysis revealed a significant and negative 
association between government equity ownership, audit committee independence 
and earnings management. In addition, the results revealed a significant and positive 
association between board independence and earnings management. To best of the 
researcher's knowledge, there is little or non-existing literature that examine 
government equity participation in the Iraqi context. Regulatory authority in Iraq can 
use the findings of this study to make relevant regulatory pronouncement. 
Keywords: earnings management, corporate governance, government equity, Iraq. 
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Abstrak 
Kajian ini menyiasat pengaruh tadbir urns korporat dan pemilikan ekuiti kerajaan 
terhadap pengurusan pendapatan di kalangan syarikat tersenarai di Bursa Saham Iraq. 
Secara khusus, kajian ini mengkaji kebebasan jawatankuasa audit, kebebasan 
lembaga pengarah dan kewujudan penyertaan ekuiti kerajaan ke atas pengurusan 
pendapatan. Kajian ini menggunakan data yang diekstrak daripada laporan tahunan 
69 firma yang mempunyai data yang diperlukan untuk tempoh 2012-2015. Kajian ini 
menggunakan model regresi Kesalahan Piawai Panel untuk menguji hubungan 
diantara pembolehubah. Keputusan yang diperoleh daripada analisis menunjukkan 
hubungan yang negatif antara pemilikan ekuiti kerajaan, kebebasan jawatankuasa 
audit dan pengurusan pendapatan. Di samping itu, keputusan menunjukkan hubungan 
positif antara kebebasan Iembaga pengarah dan pengurusan pendapatan. Dalam 
pengetahuan terbaik penyelidik, penyelidikan terhadap penyertaan ekuiti kerajaan 
dalam konteks Iraq adalah amat terpencil atau hampir tiada. Pihak berkuasa di Iraq 
dapat mengambil pakai penemuan kajian ini untuk melaksanakan peraturan yang 
bersesuaian. 
Kata kunci: pengurusan pendapatan, tadbir urns korporat, ekuiti kerajaan, Iraq. 
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CHAPTER ONE 
BACKGROUND OF THE STUDY 
1.1 Introduction 
Financial statements remains a major source of communication between equity holders 
and managers that controls the firm in the modem corporation. Through the financial 
statements, external stakeholders are able to make informed judgments about the 
economic performance of the company. Consequently, the quality of earnings as stated 
in the financial statement takes a central stage in corporate reporting. In this regard, 
preparers of financial statement are at liberty to exercise discretion in the choice of 
accounting rules and estimates for the purpose of making the financial statement more 
informative. While the intent of discretionary use of accounting choice is to make the 
financial statement informative, the managers may opportunistically exercise the 
discretion for self-serving interest that does not align with interest of the 
shareholders(Elliott, & Elliott, 2015). This is because as explained in the agency theory, 
the financial statement represent a stewardship of account rendered by the managers to 
shareholders and based on the information therein the shareholders rewards the manager 
(Jensen &Meckling, 1976; Fama& Jensen, 1983). In many instances, the attachment of 
managers' compensation with level of earnings encourages managers to manage 
earnings which may subsequently reduce the quality of reported figures. Reported 
earnings may be manipulated in order to fraudulently influence the outcome of different 
contract and achieve some private benefit by managers (Schipper, 1989). 
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